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Dear Chairmen:

Session Law 2018-5, Section 11F.1. requires that the Secretary of Health and Human Services, upon
completing a comparison of the cash balance and solvency range of each LME/MCO, shall submit a detailed
explanation for any such adjustment along with supporting documentation to the Joint Legislative Oversight
Committee on Health and Human Services and the Fiscal Research Division within 10 business days after
making the adjustment. Pursuant to the provisions of law, the Department is pleased to submit the attached
report.

Should you have any questions regarding this report, please contact Kody Kinsley, Deputy Secretary
for Behavioral Health and Intellectual and Developmental Disabilities at 919-733-7011.
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Mandy Cohen, MD, MPH
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Reporting Requirements
SINGLE-STREAM FUNDING FOR MH/DD/SAS COMMUNITY SERVICES

Session Law 2018-5, Section 11.F.1. Upon completing a comparison of the cash balance and
solvency range of each LME/MCO on December 1, 2018, as required by G.S. 122C-125.2(b), the
Secretary of Health and Human Services may adjust the specified recurring and nonrecurring
reductions among the LME/MCOs; provided, however, that the Secretary shall submit a detailed
explanation for any such adjustment aiong with supporting documentation to the Joint Legislative
Oversight Committee on Health and Human Services and the Fiscal Research Division within 10
business days after making the adjustment.

Summary

In effort to drive accountability of the publicly-funded behavioral health care and IDD supports system,
the Department endeavors to create public scorecards to promote transparency and competition
towards performance measures and goals. Achieving this requires equity in state funding among the
LME/MCOs as the necessary proving ground for competition.

Beginning with State Fiscal Year 2020 (SFY 20), the Department of Health and Human Services is
reallocating the single stream funding (SSF) to equitably spread dollars across the Local
Management Entities - Managed Care Organizations (LME-MCOs). Consistent with NCGS §§ 143B-
137.1, 122C-143.1, and 122C-147.1, the Secretary of Health and Human Services has the authority
to allocate SSF funds to the LME/MCOs. Pursuant to Session Law 2017-57, Section 11.F.2.(b) and
NCGS § 143C-5-4{b)(1) the Secretary also can adjust the specified recurring and nonrecurring
reductions among the LME/MCOs,

For SFY 20, the amount of SSF has increased, providing an opportune time to rebalance SSF across
the LME-MCOs through a formula that will promote an equitable, need-based allocation of resources.
The Division of Mental Health, Developmental Disabilities, and Substance Abuse Services
(DMHDDSAS) has established an algorithm using a weighting approach, focusing on the three
factors most relevant to the core BH/IDD services: Uninsured and poverty rates, as well as rurality of
the LME/MCOs’ catchment areas.

This approach ensures an equitable, predictable spread of allocations across the LME-MCOs that
balances:

(a) Equitably allocating SSFs consistent with legislative policy and with the State's long-range
plans to promote equal accessibility to services for individuals regardless of their catchment
area,

(b) Ensuring that ali Single Stream Funds are allocated to where they are most needed and can
be utilized.

Methodology

In order to apply the formula, DMHDDSAS mapped out for each county in the state: (a) population,
(b) population density, {c) uninsured rates, and (d) poverty rates (set at 4x the federal poverty rate),
specifically among adults under 65, who are the primary recipients of single stream funded services in
North Carolina. This demographic information came from the US Census Bureau's American
Community Survey.



The formula first creates separate allocation models based solely on uninsured rates and poverty
rates. So, for instance, if an LME/MCO has within it 30% of the state’s uninsured adults under 65, the

“uninsured” model would allocate to it 30% of the available SSFs.

The formula then adjusts those models slightly based on the rurality of the counties in each
LME/MCO’s catchment area. Specifically, the NC Rural Center defines county rurality as one having
less than 250 people per square mile. Accordingly, the formula proportionally adjusts upward the
“effective” uninsured and poverty numbers for counties with population densities below that threshold,
based on how far below that threshold each falls. DMHDDSAS then set the size of that effect at 20%.

Having now created separate uninsured and poverty models that account for rurality, the formula
produces an initial allocation for each LME/MCQ, based on how heavily each model is weighted. In
this case, each model was weighted at 50%. The formula also allocates SSF cuts across the
LME/MCOs at the same proportional rates as their initial allocations. As an example, if an
LME/MCQO’s initial allocation was 15% of the available SSFs, it's portion of the SSF cuts would be
15% of the total value of the cuts imposed on the SSF allocations.

Finally, recognizing that the federal government imposes maintenance of effort requirements that
require spending of state dollars to secure federal block grant funding, we ensure each LME-MCO's
final allocation is the greater of the 2015 service level requirement or last year's actual SSF
expenditures, if it underspent its past allocations. The remaining funds are allocated proportionally
among the remaining LME/MCOs according to their respective weights under the formula.

To make this effort as collaborative and transparent as possible, DMHDDSAS engaged with the
LME/MCOs during the development of the formuia. Each had multiple opportunities to review this
approach and provide substantive feedback. In the end, this approach standardizes SSF allocations
among the LME/MCOs in a way that is equitable, transparent, and promotes performance-driven
com petition in the marketpiace. We appreciate the opportunity to do so.



Attachment A: SFY 2020 Single Stream Base Allocations

DMHDDSAS Single Stream Fund Algorithm
v.2019.11.21

SSF Parameters
Base $312,838,294
Total Cuts {$43,940.8595)

Available for Allocation $268,897,399

Weighting Factors

Tota! Population
Uninsured

Poverty

=l

Each weighting factor was developed by modeling SSF allocations based solely on that factor. By changing the
percentage “weight” for each of those models, the allocations for each LME/MCO change. Additionally, there is an
additional weight boost factor that proportionally increase LME/MCO atlocations based on their levels of rurality.

Rurality Adjustment
Weight

Benchmark Density
(adults per square mile)

Allocation Limit {Y/N) Remailning Distribution Method, if Limit{s} is’are Maxed Out (pick only one, Y/N)
Last SFY Expenditures All LMEMCOs Y
. . Non-Expenditure Limited
2015 Service Requireme LMEMCOs N
Exclude
Alliance Cardinal Eastpointe Pariners Sandhllls Trillium Vaya TOTAL
SFY19 S5F Allocation (initial) A $13,372,873 $42,169,478 $17,077,566 $22,858,068 $13,376,954 $50,633,538 $45,719,183 $205,207,041
SFY19 Actual expenditures B 542,293,384 $76,366,489 $21,655,008 $30,718,205 $34,156,201 $37,415,601 $47.131,364 $288.738,432
2015 Service Level Req. c $36,535,086 $70,113,692 $21.572,071 $30,900,208 $25,521,488 $39,000,613 $39,285,683 $265,018,761
SSFBASE D $42.469;,013 £84,426,101 $28.030,341 $31,103,207 $33,406,520 $46,873415  $48,529.000 $312,838,204 |
Cuts E (85,628,727)  ($11,427,065) ($4,375,243) {54,068,335) ($4.711,237) ($7.872,502)  ($5.857,786) {$43,940,895)
Algorilhm Adjustment  F_ _§2,801,750 $5,870,637 ($4,509,947) $2,090.101 $2,420,391 __ ($11,772,360) $3,008,428
Final SSF Aligeation G $33,062,717 367,121,717 $18,942,124  $23897,003  $27.673450°  §$30,425635 . $34.408,193 $235,530,930
 CASPAlocation H __ $3778460 $5877.318 $2.712874.  $3137.778  $1,021.832  $BBT4978  $8.263.120. ~  $33.366,469
TOTAL SSF Allocation. | = $35,841,186. 572,999,035 $21,655,098 $27,034,871 '$28,605,282  $39,000,613°  $42,671,013 $268,897,399.
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Attachment B: Couniy Demographics
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Attechment B: County Dempgraphics
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